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somerville Belkin Industries Limited, 
with its head office located in Mississauga, 
Ontario, operates twelve plants — in Montreal, 
Brockville, Toronto, Bramalea, London, Windsor, 
Winnipeg, Edmonton, Richmond, and Burnaby. 


The Company produces folding cartons, flexible 
packaging, vacuum formed, compression and 
injection moulded plastics, automotive products, 
and provides merchandising services. 


Report to 
Shareholders 


Sales of Somerville Belkin Industries 
Limited for the fiscal year ended 
September 30, 1980 amounted to 
$133,839,000 compared to 
$112,399,000 in the previous year. 
National Paper Box results were 
included for the full year compared 
with five months in 1979. 


Net income increased 34% to 
$2,314,000 from $1,725,000 in 1979 
due to improved eastern packaging 
results and a full year of operations 
for National Paper Box. Operating 
cash flow for the year was $5,343,000 
as compared to $4,121,000 in fiscal 
1979. However, earnings were 
adversely affected by the residual 
impacts of a labour strike in 1979 at. 
the Montreal and London packaging ~ 
plants, the downturn of the 

automotive industry and increased 
interest rates. 


Morris Belkin Robert F. Krause 


Packaging sales for the twelve 
months to September 30, 1980 were 
$120,432,000 compared to 
$92,484,000 achieved in the 
comparable period of 1979. Other 
divisions of the Company achieved 
sales of $13,407,000 which compares 
with $19,915,000 in the previous year. 
The increase in packaging sales 
reflects strong second half sales 
following the strike impact as well as 
the inclusion of National Paper Box 
for the full year in 1980. The decrease 
in other sales was attributable to the 
weak domestic automotive sector. 


The Brockville Packaging Division 
again experienced a significant 
improvement in profitability and the 
income contribution improved for all 
other packaging divisions except 
Montreal and Toronto where the strike 
impact was greatest. 


Earnings contribution from the 
Plastics Division improved over fiscal 
1979 but Merchandising Services and 
Games were below the previous year. 
The Games Division was sold in 
September 1979 and products are 
now manufactured for the purchaser 
under contractual arrangements. 


On November 12, 1980 the Company 
announced its decision to cease 
manufacturing in the Scarborough 
plant of the Automotive Products 
Division. All operations will be phased 
out over several months and the plant 
closed. Following a successful year in 
1979, the business operated with a 
very large financial loss in 1980 due 
to the downturn in the sales of 
automobiles. Because of the 
withdrawal of major amounts of 
business for placement in the United 
States by our customers, the plant 
was left with an uneconomic volume 
of business. Efforts to sell the 
business as a going concern or to 
attract substantial new sales volume 
proved to be unsuccessful. The effect 
of selling the building, machinery and 
equipment and assisting employees 
affected, cannot be determined at 
this time. 


The Company’s equity earnings in 
Mastico Industries Limited, in which it 
holds a 50% interest, were $177,000 
compared to $307,000 in 1979. 
Continuing efforts to expand into 
non-automotive markets were not 
sufficient to overcome the effects of 
decreased car sales in 1980. 


A major expansion of facilities is 
planned in Brockville where a new 8 
colour 44” Gravure press will be 
installed in the second half of fiscal 
1981. The equipment is the latest and 
most modern of its type available. 


In July 1980 the board of directors 
was reduced from seven to five 
members following acquisition by the 
parent company of the interest in its 
common shares formerly held by a 
major shareholder. It was with regret 
that we accepted the resignations as 
directors of Peter A. Cherniavsky and 
Forrest Rogers and we thank them for 
their contributions. 


We wish to express our appreciation 
for the continuing support of all our 
employees this past year. 


While the improved earnings for 1980 
were still not at satisfactory levels, we 
are looking forward to next year with 
cautious optimism. 


M. Belkin, 
Chairman of the Board 


Robert F. Krause, 
President and Chief Executive Officer 


Consolidated 


Balance 
Sheet 
(000’s omitted) 
Somerville Belkin Industries Limited 
(Incorporated under the laws of Canada) 
As at September 30, 1980 
ASSETS 1980 1979 
Current Assets 
ACCOUNTS FECEIVADIE wal ise cavesceteceesualegienssledlsoyawmstirceadice a ttaee aanGtae te teeta ne ee eae Sa a ay $17,345 $18,777 
Receivable from parent: company, Belkin’PackaGinG EtGesc sees nen ece ener eee 557 876 
INCOME tAxES TECOVEFADIE cc. wie hcssvuenae saoevod dev duees oneal da.etae Ne och vite ee renner ai er ea 263 
Inventories (NOE 3) vis..ccchcecisecak pie sntins sence elec ais eeas ees poem nest ee te eee te oe 29,175 26,408 
Prepaidd OxPONSeS wisei.ciiyeiteccehan Ws Sethe gneve ten rete oe os ie Aen ee ee 374 639 
47,451 46,963 
Investments 
Shares in 50% owned company — Mastico Industries Limited — at equity value............. 1,307 ee 2516) 
Sinking fund for preferred shares — government and industrial bonds 
at market values (Cost $1 15) ucc..cc acc ieceact eda seuss eatin nals tales vane ache ena 94 108 
1,401 1,338 
Fixed Assets (note 4) 
Land, buildings and @quipMment). cai. .5.2eeusssectec ce ere 46,295 43,864 
Less accumulated depreciation... ...su...cmersesece tie oseses cn eee 20,933 19,080 
25,362 24,784 
Intangibles 
Debt financing, COStS ain jeccctatnsnnitecioestits lieecesee aoe ne ee 169 182 
Pre PrOdUCtiOn COSTS «.vccicccseesesee severe sameceueruteeestes eeeee nen 495 467 
664 649 
$74,878 $73,734 


Approved by the Board 
M. Belkin, Director 
R. F. Krause, Director 


LIABILITIES 1980 1979 


Current Liabilities 


hy A TIGEYS (OVE LIE 59 egg a Ae tka Shee oe Ge rine oce men ee eA a $21,290 $21,465 
AVA OIE: ANG. ACCTUCC NADINTIES 6 co. c...ccccdecscveesacesedecevessssevvenvdutelvaverseacnresceanaceestenes 8,695 10,346 
RETEST CAKCS DAV AQDIC iti cu. ele co scs sans ts <ssy. sluts fssesisscsadevivenceseiyedsvusidevsecseedavsteeess 656 573 
NNO aL) SR ee ne Se Geers Saas inssvhs.s ia cnvelloecs santa valbddvendeddesnduavnsevindunse cede 20 20 
eee TGS OU DAV ADIOS WILIINIONG VEAL ticwicreccsccv.iiewsssnccensuvsvesscesacsecaattevanaeettesresanrncenssees ens 852 upeetow 
31,513 32,884 

ND LUN) ON) rere 2 yas cafe ce acid ante fuvencvieoe ta ovenstonnesbvensa chbecuiae dubsavaraasdesaianniyas 11,844 mls 02 
Semen anos OVIGCO MOL CUPENIY DAVADIC ni ivacs. cantesdentaesstenestesocsssaposvernsbonsseravaiaberscsenness 7,225 me O;509 


Shareholders’ equity 


RS ORC ae aE Oe co dncgatire oo actin Cah saad Gusts buicdvobae sate Poa uqidecibddvnuneuned sepsis 20,859 135875 
NSS NC) mee Re gee me eS Pe os cat Noy cauteuoaapht aan cy neues sata livia wc ca dene dauaes tdanup ds bovoaiade 2,515 5,952 
EeeessOr appraised Value Of fixed ASSETS OVEN COST i... c.sccecieceecccssccnteuoeedseestecnossedeeneeeataens 922 preoeZ 
24,296 20,749 

$74,878 $73,734 


Consolidated 
Statement of 
Retained 
Earnings 
(000's omitted) 


Somerville Belkin Industries Limited 
Year ended September 30, 1980 


Balance at Deginning Of YOAl s <ccesccccesuev see on scteanedoe heap eve desde ita tise es me ieee sieas sae ee ee ee 
Net INCOME. .......0.ccceecececnnnnaine calgnecensean dal vel ten nelle of hee INaar eg Cinen ae ate Naan tne ee te 


Dividends 
Paid in cash 
Preferred shares, 1953 Series. s...c0, vec oes fecepsanccecss no Desi eea eee eee 
COMMON SHAareS ...5.6.0 sans he lec cclaveessceedeeen se: Jott keds ye meee ee 


Paid in common shares (note 7 [G])./.sicsscon.sseccee eee eee ee 
Balance at end of year 


1979 


$ 4,309 
128 


6,034 


Consolidated 
Statement of 
Income 

(000’s omitted) 


Somerville Belkin Industries Limited 
Year ended September 30, 1980 


1980 
Ne tence kere rg cTeae ciitcar ieee avis cdansiacatdiieGonbtavesnacsessevarnencososacessvoes $133,839 
Costs and expenses 
Cost of sales, selling and administrative 
MOG OLC 1G TOM OWING ILGIMNS 5.0.2, s2s6scccssadccrdsse+-iscieduspussisssssissauesvndessberorvarscansacens 123,648 
ee Pence AMIR: ete NEC cache ct dade yng dvenvascevspvacneneceavssnrecestenevis 2,135 
MMA EPO CV EST TIRE Lata ra atte enad ease croc de coy snssicbbnwesdueceissedvgasaiseve’accdevaeasvevesaceis 1,380 
fee enn PEN le tr PN oe bac dhicdosda dune iViwoebuccedesvoseecevecueseenees 3,299 
MRO TT SOLOCUCTION- COSIS$. ore, saccthogesccnuscsaneavdaucciscnedaeso) civdenransencsébecsesescsnseceres 156 
Renn PLACING! INTIME M NG COGS 0,129). aa reel ted aaccueveainedenhes cai shonsie hagarssceasddeseeeveness 13 
130,631 
‘Income BANE OFS ct ONS Pm pe ee cee ee tele on ice Oct amine nee acta sfeaptadcslaqndadsacdsaeses eves 3,208 
Sern mmrmcOome Of. Mastico INduStres LIMITE ..........5..:c.cces0rocccsncsccssstersccenererenssannassacecnseges 177 
ETO OMIA CS ory Bnet cy sade d Chie stevie Senguasw as tecei ie voigideiecactecssannenvesanaces 3,385 
es Se ee cee me ae Ge renee s TAs FoR aah rater a tee Gh educsuudvieieeecniheddeChacersnandenees 1,071 
ee i Fea te Te eae, aR U oh ages eats hag fale Uae fi fuedsilanpe dub svesiouceuassceens $ 2,314 


Me ee COMMON: SIAe(MOTC 1 11] )atacccessntccnncectersetutresheucdiea ceavtnucescieseesnncasanacenccesvers sar $3.32 


Aare 


$112,399 


105,128 
1,830 
1,231 
1,/56 

150 
13 


110,108 


2;291 
307 


2,998 
873 


Lele) 


$2.44 


Consolidated 
Statement of 
Changes in 
Financial 
Position 

(000’s omitted) 


Somerville Belkin Industries Limited 
Year ended September 30, 1980 


1980 1979 
Working capital derived from 
Operations : 
Net Orme inessceiacas cvs Sahni costs dale ele Sic ete cope ut ee Ogg ane $ 2,314 $-13725 
Items not involving working capital 
DE DreCiation : vases. cesccies ssc hebnedsaansatuanne seve eS eel east muerte sae keane tesa Joe ee seel tate ees eae eee eat 2,135 1,830 
Income taxes provided not currently payable... syei.c.c.eceueeeens eames ee eee 826 1,059 
Increase in equity in-Mastico Industries Limited 2.....cccc.-cccu-etresesewawseate  teeiaeeereecrsiees (77) (107) 
Amortization of preproduction COStS.. ico c.reesea.seqzererceseetrat eee: erect eeae sa nea iter eee 156 150 
Amortization of debt finanCinG COStS <iei.cccs.sqsce-uenr on stees ance eee oe ieee tea ae caer eae 13 13 
5,367 4,670 
Issue Of COMMON SHALES e256 eee psec heer oe chev stiesy Guee Oe saee ee PEE Renee ete 5,000 
Issue of preferred shares (1980) SOneS) §oc..2: <5 saccos coms -recenenes see neces eee eee nen er 2,000 
Obligations under capital |CASES i....2.<.0.scshvss sss sssvavereveeveeeseee sore een ne eee enn 1,036 
Term Dank ON wc... cc ececsaaadi ec cocess cteceesnnestinbiaeoee feinpecenglGese gee gmenet mine at ene 750 
Reduction of sinking fund for preferred Sharesy. isc. .cc.ccee- menace cate nn omer rere aera 14 
Financing for purchase of National Paper Box division 
Note payable ......c0...sccdsceccscevcseseenattesniasavaunaucvense tannin ele te ate ec es 2100 
TOP Dank LOAN ..ceesiusssccccssnsnscusconsntedau connis seeks snntu co saan at 1,562 
14,167 8,982 
Working capital applied to 
Purchase of National Paper Box division 
(net of working capital of $8,000) (in... .1:2...::eseeeee eee een 5,250 
Purchase of fixed:assets (net of disposals) .....1c...0manenssl anne re is eeaneenar een 2,713 839 
DIVIGONGS:. wvseccisssase des souesgasdeus¥ Oc costialoacs diesids SoitL cued ner 5,751 82 
Reduction in: long-term debtc...ceyicckcccavccc.cssslecees dee creer een 3,644 480 
PrEProdUCtiON COStS oc...c.cdessssn duncseunceldioces a: te daar phe an eee en ne 184 
Purchase of preferred:shares for cancellation:.....1..) ss nee eee 16 52 
12,308 6,703 
Increase in working. Capital |... .2c..s.ase rose r eles eee ee ee 1,859 2,279 
Working capital at beginning of year. ...G:... ee ca sete eee ee 14,079 11,800 


Working capital at end of Yar ..ccs....0ccccsacesccese osu mee ee $15,938 $14,079 


Notes to 
Consolidated 
Financial 
Statements 


Somerville Belkin Industries Limited 
September 30, 1980 


1. Summary of significant accounting policies 


(a) Basis of consolidation 
The consolidated financial statements include the 
accounts of Canadian Folding Cartons Limited and 
Somerville Automotive Trim Limited. These wholly 
owned subsidiaries are inactive. 
(6) Inventories . 
Inventories are valued using the first in first out 
method. Raw materials and supplies are valued at the 
lower of cost and net realizable value. Work in 
process and finished goods are valued at the lower of 
cost, which includes an allocation of factory 
overhead, and net realizable value. 


— 


oO 


Fixed assets and depreciation 

Buildings and equipment, including equipment under 
capital leases, are stated at cost except for buildings 
owned in 1951 and equipment owned in 1955, which 
/ are stated at depreciated replacement values in 
accordance with appraisals made in those years. 
Other fixed assets and additions subsequent to the 
appraisals have been shown at cost, which includes, 
since 1976, interest paid on funds borrowed for major 
equipment additions. Depreciation is provided ona 
straight-line basis over the estimated useful lives of 
the fixed assets. 


(d 


“—— 


Debt financing costs 


Debt financing costs related to the 8.5% Series A 
sinking fund debentures are being amortized over the 
twenty year term of the issue on a straight-line basis. 


(e 


“— 


Preproduction costs 

The Company follows the practice of deferring costs 
associated with major plant expansions and 
amortizes these costs over the five year period 
immediately following the commencement of 
commercial production. 


(f) Earnings per common share 
The 1979 earnings per common share have been 
restated to give retroactive effect to the increase in 
issued common shares as a result of the 1980 
common stock dividend (note 7 [d]). 


2. Change in accounting policy 


In the current year, the Company adopted the 
recommendation of the Canadian Institute of Chartered 
Accountants related to accounting for leases. As a result, 
leases entered into after September 30, 1979 that transfer 
substantially all of the benefits and risks of ownership of 
property are classified as capital leases and are 
recorded as if fixed assets had been purchased and an 
equivalent debt obligation incurred. The assets so 
recorded, are described as Equipment Under Capital 
Leases and are depreciated on a straight-line basis. The 
debt obligations are described as Obligations Under 
Capital Leases and are reduced by rental payments net 
of imputed interest. All other leases are accounted for as 
operating leases and the rental costs are expensed as 
incurred. 


The effect of this change in accounting policy was a 
reduction in net income in 1980 of $11,000. If this change 
in accounting policy had been applied retroactively to 
capital leases in existence on September 30, 1979 
Equipment Under Capital Leases, less depreciation, and 
Obligations Under Capital Leases at September 30, 1980 
would have increased by $3,755,000 and $3,785,000 
respectively and net income would have been reduced 
by $30,000. 


3. Inventories 


1980 1979 
(000’s) (000's) 
Raw materials and supplies SOM LL se SLO Aes 2 
Work in process 5,380 5,998 
Finished goods 13,018 9,638 
$29,175 $26,408 
4. Fixed assets 
7: __ 1980 1979 
Accumulated 
Cost depreciation Net _ Net 
(Note 1 [c]) (000’s) (000's) — (000's) 
(000’s) 
Land $ 2,624 $ 2,624 §$ 2,594 
Buildings 10,200 $ 3,073 TAN2e 7,246 
Machinery and 
equipment Shin sred d 17,643 14,184 14,699 
Equipment 
under 
capital 
leases 1,016 63 953 
Leasehold 
improvements 628 154 474 245 


$46,295 $20,933 $25,362 $24,784 


5. Bank advances 


The bank advances are secured by a general assignment 
of accounts receivable and inventories. 


6. Long term debt 


1980 1979 
(000's) (000’s) 
(a) 8.5% Series A sinking fund 
debentures due April 1, 1993 A et a Oe exer 0) 
(b) Term bank loan, with interest at 1.25% 
above bank prime rate, payable 
$75,000 quarterly, plus interest 2200 2,500 
Term bank loan, with interest at 1.25% 
above bank prime rate, payable 
$135,000 quarterly, plus interest, 
commencing on June 1, 1981 Cote 1,562 
11.5% Note payable due 
January 31, 1980 23100 
(c) Obligations under capital leases 994 
12,696 14,182 
(d) Less payable within one year 652 480 
$11,844 $13,702 


(a) Under the terms of the Trust Indenture the 8.5% 
Series A sinking fund debentures are secured by a 
floating charge on the assets of the Company. 


(0) The term bank loans are secured by a fixed and 
floating charge on the assets of certain operating 
divisions. 

(c) The following table discloses minimum rental 
payments after September 30, 1980 under all lease 
commitments together with the present value of the 
obligations under capital leases entered into after 
September 30, 1979: 


Capital leases 


entered into Other 
Fiscal year after Sept. 30, 1979 leases Total 
(000's) (000's) — (000’s) 
1981 $ 222 $1,197 $1,419 
1982 ee. TASS 1,380 
1983 222 1,058 1,280 
1984 201 1,060 1,261 
1985 IWATE 907 1,084 
Thereafter 
to 1997 399 4,181 4,580 
Total minimum 
rental payments 1,443 $9,561 $11,004 
Less amount 
representing 
interest 449 


Balance of 
obligations $ 994 


(d) Principal due on long term debt during the next five 
fiscal years is as follows: 


(000's) 
1981 $ 852 
1982 1,142 
1983 T1625 
1984 mS AS, 
1985 1,253 


7. Capital stock 


(a) The authorized capital of the Company consists of 
common and preferred shares of no par value. 


The Company has restricted by its articles the 
maximum number of preferred shares that can be 
issued to 169,422. The number of common shares 
that can be issued is unlimited. 


(6) Issued and outstanding 


Number of shares Amount 
1980 1979 1980 1979 
(000’s) (000’s) 
Preferred shares 
$2.80 Sinking fund \ 
cumulative, 
1953 series, 
redeemable at i 
$51 per share 28,062 28,382 $1,403 $ 1,419 | 
$4.00 Non-cumulative 
subordinated, 
1977 series, 
redeemable at 
$51 per share 100,000 100,000 5,000 5,000 
$4.00 Non-cumulative ) 
subordinated, 
1980 series, 
redeemable at 
$51 per share 40,000 2,000 
168,062 128,382 8,403 6,419 
Common shares 672,213 498,300 12,456 7456 
$20,859 $13,875 


(c) During the year the Company purchased for 
cancellation 320 preferred shares, 1953 series (1979 
— 1,040 shares). 


(d) During the year the Company paid a common stock 
dividend of 173,913 common shares at a value of 
$28.75 per share. 


(e) During the year the Company amended its articles to 
create an additional 40,000 preferred shares and 
issued these shares as the 1980 series preferred for 
$50.00 per share in cash. 


8. Segmented information 


In the opinion of the Directors, the major classes of 
business are as follows: 
Industry segments: 


Packaging Automotive Other Consolidated 
1980 1979 1980 1979 1980 1979 1980 1979 
($000’s) ($000’s)  ($000’s) ($000’s)  ($000's) — ($000's) _— ($000’s) + ($000's) 

Sales 120,432 92,484 6,200 1075 7,207 9,740 133,839 112,399 
Segmented operating 

profit (loss) 9,717 5,045 (486) i-toe 389 526 9,620 Ger 
General corporate expenses (1,733). (1,449) 
Interest expense (4,679) (2,987) 
Equity in income of 

Mastico Industries Limited alae 307 
Income taxes COM) (873) 
Net income 2,314 hen 
Identifiable assets 65701" 62,377, 4,232 4,760 2,716 3,594 12,649 10734 
Corporate assets 922 PAS) 
Investment in 

Mastico Industries Limited 1,307 230 
Total assets 74,878 73,734 
Net capital expenditures 1,973 432 652 Sleyh 88 SOE Maat ls 839 
Depreciation 1,724 1,443 244 180 167 207 ea Eley aiaurlieso.0) 


9. Commitments 


The Company has entered into an agreement to purchase 
equipment in the amount of $2,150,000 of which 
$430,000 was paid in the current fiscal year. 


10. Subsequent event 


On November 12, 1980 the Company announced its 
decision to cease manufacturing in the Scarborough 
plant of the Automotive Products Division. The operations 
will be phased out over several months and the plant 
closed. The final effect of this decision cannot be 
determined at present. 


11. Related party transactions 

During the year, the Company purchased raw materials 
totalling $9,364,000 from its parent company at the same 
terms and prices as those offered to third parties. The 
Company also paid a management fee of $840,000 to its 
parent company. 


Auditors’ 
Report 


To the Shareholders of 
Somerville Belkin Industries Limited 


We have examined the consolidated balance sheet of 
Somerville Belkin Industries Limited as at September 30, 
1980 and the consolidated statements of income, 
retained earnings and changes in financial position for 
the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, 
and accordingly included such tests and other 
procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the Company as at 
September 30, 1980 and the results of its operations and 
the changes in its financial position for the year then 
ended in accordance with generally accepted 
accounting principles which, except for the change in 
accounting for capital leases as described in note 2, 
have been applied on a basis consistent with that of the 
preceding year. 


eee (Cole 


Chartered Accountants 
London, Canada 
December 9, 1980 
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